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Weekly Intolligence Sumeary ¥o, 20 18 July 1948
SECTION I..- SUMMARY OF TREWDS AND DEVELOPMEHTS

Comminist intorests are apparently succesding in oestablishing and
ezpanding commorcial eir cperations outside the torritory of Soviet-
controlled Statos in spite of US afforts to block $uch movos., Czechoslow
vak Alrlines (CSA) hes developed & profitable business in the transport
of passengere and oargo from Rome through Athena to He$fu, and hen oone
solidated its position am o friendly carrier for Jewish interests in
Palestine, Active negotiations, moreover, ere now under way between CSA

- end the Zionist-~controlled ond finaniesd Pan Afriqan Air Chartore (PAAC)

for joint operations of a route from Burope through Haife to South Afriea.
If a joint CSA-PAAC airline should bs designated es the offioial flag
carrior of the Stete of Isracl (roportedly under discuseion), CSA efforts
to obtain modern leng-range aircraft (hitherto frustrated by the US ond

. other Western Buropean powers) and extand its air routes would be enhanced,
Furthermore, through affilietion with powerful dowish interests, CSA might
participate in the greatly expanded world-wide operations envisaged for the

' Steto of Israel Yy Jewish commercial enterprise. :

0350276

The US i3 sending s special representative with the rank of Minister
to Mexioo City in a final attempt to resalve the oxisting imponsse in
‘nmegotiations for a civil aviation agreemeat.

~ The long~standing Fronch~Bizone froight car exchange dispute over inter- -
protation of the sgreement signed in Paris lact March hdz now been settled, .
As a result, the freight car situation in Wostern Gormany, adnittedly onc of
the war s¢ in all Burope, will now bo alleviatod and the strained rolations
botween France end Bisonia may bs oxpsoted to improvs, '

Turkey has requested e U3 survey of Turkish merchant mrine rdguirc-
monts, in conneotion with tho plan to double prewar Turkish tonnage and
~ lesson depsndonce on foreign flag bottoma, (An obstacls to the Turkish
desire for additional US shipping will b the neoessary expenditure of n
roletively large amount of dollar exchangs., ) -
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SECTION IX. CURREYT DEVELOPMENTS

;ec% - Communist intereats aro apparently succesding in establishing ang
) : snding commorciel air operations outside the torritory of Soviet-
conirolled States., Csgechoslowek Airlines {CSA), vhose declared ambition
is to extend its Meditorranomn servioes te South Africe eund India through
the Middle Bast, has stepped up its operations vory congiderably in tho
past two mwonths and now maintaineg echeduled operations to Istanbul end
' Cairo with daily flights to Haife in addition to numerous non=scheduled
cargo flights, 1In Northern Burope, Czochoslovakia hag concluded & formsl
air agreoment with Norway similer to thoso made with the US and other
countries. (See TG Weekly Summary #2, 8 March 1948)

"US informal suggestions to Turkey snd Oreece that CSA's operations
through their territory be reduced or terminsted have been politely
rejected on the grounds that the future of important trade egroements
now in effact Petween these countrles end Czochoslovakia, might be
Jeopardized. Consequently, CSA has developed a profitable busiress in the
transport of passengers and cargo from Home through Athens to Haife, and
has consolidated its position as a friendly carrior for Jewish interssts
in Palestine. Active nogotiations, moreover, are now undsr way botween
CSA and the Zionist-controlled and finaneced Pan Africen Air Chartors
(PAAC) vd th headquarters in Johemesburg, for joint operations of & route
from Burope through Eeifa to South Afrisca. An agreement betwoen theso
aviation interesta would bemefit C3A's long-range plans,

As' & neasure to defeat expansion of CSA eperations, the US, with the
Cooperation of all friendly Buropean governments, hag prevented this aire
line from eoquiring Constelliations or other modern four~engino air tronge
ports. It must now be considerod as a possibility, howover, that in an
effort to obtain such airoraft to roplece obsolascent DC-3%a, CSA may
call upon PAAC for mssistence. PABAC, backed by & group reported to con-
trol' & sum of 260 wmillion pounds sterling, may succeed where CSA has
failed, in obtaining such eircraft needed %o implement plans for future

. long~distance operations. If a joint CSA~PAAC asirline should be designated
88 the official flag carrier of the State o Israel { reportedly undor die-
cussion), CSA offorts to obtain modern equipnont and extend its air routes
would Ye emhanced, Furthermore, through nffiliation vi th powerful Jowish

| interests, CSA might participate %u the greatly oxpanded world-wide

: operations enviseged for the State of Israsl by Jowish commercial entop-

: priso, _ : .
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Tha US is sending & special roprosentative with remk of Minister to
Mexico Gity in a final attompt to resolve tho existing impasse ip
nogotistions for a civil aviation agreement. {Discussions were initisted
{n 1945 and have continued intormittently but with little progress.}

The principel obstscls to conclusion of & US-Mexicen agreement has
been Mexico's traditional esonomic nationalism, which renders eny recipro-
cal agrooment entered into by the Mexican Goveramnnt subject to sovere
domestio criticism. As e result of this lactor, and of Yexico's reletivoly
woek civil aviation position, the Mexicen Government, in past negotiations )
with the US, has insisted upon monopoly rights over cortain routes and upon
& rogulated division of traffic between US end Mexicen airlines over certain
others. Such provisiona are vholly inconsistont with basic US aviation

. policy end, if Mexico is unwilling to retract {rom its prasent position, it

is probable that no sgreement will be reaohed and that discussion will be

terminateds

Sucoass of the projeoted US mission to Mexico C:H:y will, therefore.
depend largoly upon its ability to porsuvade the Mexicens that an egreement
will not only protect the rights of Mexican avietion interests, but that
the expected increase of alr services {rom the US will operate to the
financial edvantage of Mexican buginocus gonerally.

The Ttalo-Britich air trensport agreament signed in Rame, 25 June,
provides for a fully reolprocal exchange of air traffic righte in accordence
with the liberal principles adopted by the US-.and UK in the Bormude Alr
Agrecusnt. ltallan air carriers will be permitted to ostablish eir services
to Groat Britaein, Bast Africe, South Africa and across the North Atlantio,

The long-standing Frenoh-Bitone freight car. exchenge dispute over
interpretation of the agroement signed in Paris Iast Merch hea now been
settled, The. threatened senctions ageinst France by the Bisone euthorities
may ha.ve producod the desired results, (See TG Weckly Summery 16 June.)
The néw agrosment provides at the atart £or equal dxchengd of cars held by
both France .nad Blzonie, with other provisions to be worked out laters
{ Feance proviously imsisted tpon & car boms from ECA stocks in edditiom
%o equal oxchange.) The freight car eituatien in Westaerm Cermany,
adnittedly one of the worst in sll Burope, will now bd slleviated and the
strained relations betweon France end Bizonie may be axpected t o improve.
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o . Thé Turkish request Ter a US survey of Turkey's merchant maring
Q“K, provides en ea:m::'eiflen‘%x opportunity for strongthening the position of the
US in Turkish meritime affeirs. During recent years, Turkey, aided
* largely by the US; has endeavorsd to develop & morchant fleet for its
forelgn trade in order to lossen its dependence upon foreign flag
bottonse Prior to the war, Turkey owned about 150,000 deadweight tons of
dry e¢argo morchant vessels, most of which operated in nearby weters, _
participating very 1little in oversess foroign trade, Preaent plens call
for expanding the merchant marine to moro than double the prewer size and
for State omership of approximately 80 percont of the Ploet.

. Turkey hasg purchased conpidorable tommage from tho US and the
Ministor of Comminications retently expressed & desire to dfdoure eddition~
al-US tonnage {probably Liberty s hips and other war-built vessels) from
the US. An obstacle to the aocquisition of such additiomal tonnage, hot~
evor (in the event that it cen be mado available to' Turkish operators),
mey be the nocessity for expsnditure of a relatively large amount of dollar
exchange. ‘i'urkey is presently short of such funds, :
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